serve, military benefits have a role in competing for members. Military benefits need to be reformed due to fiscal restraints. Achieving the financial reductions that also allow the military to remain competitive requires a comprehensive approach. The generational characteristics of the Millennial generation should be considered when proposing benefit reform. The values of the Millennial generational provide an opportunity to sustain frontloaded, family focused programs in exchange for reforming the costly long-term, defined benefit retirement. A second order effect of proposals that reform the defined benefit 20-year retirement distribution immediately upon retirement may be to provide the opportunity to increase flexibility in personnel management. Current fiscal challenges and need to compete for the service of the Millennial generation creates the impetus and opportunity to reform the current 20-year defined-benefit retirement program in a comprehensive and positive way.
New Generation of Military Members Provides Opportunity to Reform Military Benefits
The success of the United States military in the future will rely on being able to recruit and retain personnel with the qualities necessary to maintain a professional fighting force. The military profession provides unique opportunities to lead and serve.
In addition to the draw of these opportunities, compensation and benefits are an important factor in recruiting and retaining quality people. Changes to current compensation and benefits are required due to a decreasing defense budget and the increases in cost per soldier. In the Chairman's Strategic Direction to the Joint Force dated 6 February 2012, the first Key Effort in the section titled Keep Faith With Our
Military Family supports reforms to military compensation and benefits "to produce a more affordable system that honors commitments and improves readiness." 1 Changes to compensation and benefits must be made in a way that can be made attractive to recruits and current members so that the military can compete for their services. The demographic and cultural differences of the existing and future generations should be emphasized in order to make comprehensive and effective changes. continue rising at their current rate, they will eat through the entire defense budget by FY 2039." 2 The personnel budget is primarily composed of pay, health care and retirement. "If left unreformed, increasing expenses for each of these three programs will eat up a growing share of the defense budget, diverting funds from other critical national security initiatives such as training and modernization." 3 Because of the 2 strenuous duty required of military members and their families, it is important that the range of benefits being offered remain attractive to recruits and military members. The challenge is to provide these benefits in financially responsible and viable way. The focus should be on maintaining and modernizing front-loaded benefits -those benefits provided and funded for members while they are actively serving. A majority of these programs benefit families. Large cost savings can be realized by reforming long-term benefits -those benefits provided and funded for members for an indefinite amount of time after their active service has concluded.
Compensation and benefits should be viewed as a total package that can be funded and managed to be competitive in the recruiting and retaining of quality personnel. Benefit systems are more cost-effective if they are front-loaded. Frontloaded compensation saves money "because, members discount future benefits at a higher rate than the government discounts future costs. A dollar paid today is worth a dollar to the service member and costs a dollar to the government. But a dollar paid 10 years from now is worth less to the service member today than the amount the government must implicitly invest today to have a dollar to pay in 10 years. Because each dollar the government expends today is worth more to the service member the sooner it is paid relative to its cost to the government, front-loaded compensation is more cost-effective." 4 Front-loaded compensation and benefits must be evaluated and managed to ensure that they are packaged to be attractive to recruits and service members the military must retain.
The military establishment must continue to innovate and develop effective recruiting incentives that will endure both good and bad economic times. A large part of 3 these incentives will be benefits that are in addition to pay. The teenagers of driving age today can achieve their social goals and interactions with friends through social media and do not need to coordinate driving to meet somewhere as past generations where inclined to do. It is this kind of radically different thinking that should prompt decision-makers to carefully consider the demography of Millennials in order to make changes to the benefit systems in a prudent way so as to continue to attract young people to serve while maintaining fiscal balance within the force. The front-loaded benefits that would be valued by Millennials are education assistance, pay, health care and services that benefit military families. Educational assistance and pay are unique and manageable within the Department of Defense and should be considered as negotiable. Therefore, educational assistance and pay can be maintained and reformed in ways that produce a significant incentive for recruiting and retention and maintain front-loaded payout characteristics while maintaining fiscal balance. The current state of educational assistance and pay within the military provides an opportunity to leverage these benefits against change to the retirement system.
Revisions to health care are too complicated for this discussion, and changes should be made commensurate with federal legislation and corporate trends and improvements.
6 Millennials value education. They are on target to become the most educated generation, though they have not attained this target as of 2010. As of 2012, "only about one-in-five Millennials (19%) are college graduates. An additional 26% are currently in school and plan to graduate from college, while an additional 30% are not in school but expect to someday earn a college degree." 11 The Pew Report found that "too little money and too little time" 12 were factors that were holding this generation back. More than a third (36%) say that they cannot afford school. The GI Bill benefit is well situated to meet this goal and will be a powerful incentive to many incoming military members.
The adoption of the Post 9-11 GI bill is very attractive to older military personnel born between 1960 and 1980 commonly referred to as Generation X. Generation X'ers have a tendency to want to provide for their children and the Post 9-11 GI bill will help retain these senior individuals. This program will also be attractive to the Millennials as they progress through their career due to the strong tendency to want to be "good parents."
This benefit should be maintained in light of the current and future generations and also with emphasis on the benefit being a front-loaded paid benefit.
Assessing the adequacy of military pay compared to civilian pay is challenging.
Military pay includes a wide range of non-monetary benefits that are not available or commiserate with civilian employers. 13 In 2006, "the average service member earned $5400 more in cash compensation than a comparably qualified civilian counterpart, and the average officer earned $6000 more than a civilian with similar education and 15 Asch and Warner found that the "Army could achieve the same retention patterns as under the current system, but at less cost, by increasing basic pay across the board. Such a front-loaded compensation system reduces cost, because members discount future benefits at a higher rate than the government discounts future costs." 16 Military pay should be based on achieving adequate recruiting and retainability within the force. Some have suggested that the discussion or analysis of a pay gap is unwarranted and not a good guide to arriving at sound policy. The same proponents of this approach "argue that the key issue is, or should be, not comparability of military and civilian compensation, but the competitiveness." 17 This approach allows the military to leverage the intangible benefits of military service such pride of service, patriotism, and self-sacrifice. This approach also helps leverage moderate or no increases to pay during difficult economic times in the civilian sector. It needs to be noted that it may be necessary to increase pay above the civilian sector during times where recruitment and retainability drops below acceptable levels. In the event that an increase in pay would be necessary, it would be 8 better to employ bonuses and other service benefits that could be paid in the near-term as a front-loaded benefit. An increase to the military to pay chart would be a permanent increase and have an effective on long-term benefits linked to pay at retirement.
Benefits such as educational assistance, pay, and post services such as military exchanges, youth services and childcare are family-focused and aimed at improving the quality of life and cost effectiveness of services aimed at family care and costs.
Continued investment in these benefits is consistent with the family orientation of the Millennials. "About half (52%) say being a good parent is one of the most important things to them." 18 These benefits are realized in the near-term and match the desires and characteristics of the Millennials. Enhancements to these systems could be used effectively to recruit and retain personnel while being more cost effective for the government. The trade-offs for enhancements to these systems would be to modify the current 20-year defined benefit retirement system.
The current environment provides an opportunity to challenge the current retirement system. "For more than 30 years, the military retirement system, in particular, Panetta said that any future changes will not affect those currently serving. "I've made it very clear that we can't break faith with those in the service. We've made a promise to those people who are on duty and we're going to provide a certain level of retirement.
We're not going to back away from that. We've got to maintain that promise. Those people have been deployed time and time again. They've put their lives on the line on the battlefield. And we're not -we're not going to pull the rug out from under them.
We're going to -we're going to stand by the promise that was made to them. 22 These commonly held views on retirement are anchored in historical and former generational contexts.
There are benefits to the current 20-year retirement system. Beyond the financial benefit of a defined benefit income at a relatively early age, one of the benefits of the current system is that it "supposedly prevents the armed forces from being saddled with over-age and unfit officers and NCO's." 23 Another benefit is maintaining the opportunity for promotion by having those near or at the top to retire at 20 years. An increase in personnel remaining in their positions beyond 20 years would slow the promotion process and, in some cases, cause some personnel to be forced out of the military due to lack of positions. There is also a perceived danger that longer terms for generals could result in "stultification and stodginess in the senior uniformed leadership; an excessive slowing of promotions, as more people stay on active duty in the same grade for longer periods of time; and, hence, the Administration and political party in power."
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In testimony, General Dempsey agreed that changes to the military retirement programs may be necessary, but insisted that the nature of military service -and the unique requirement to move several times over the course of a career -mean military retirement programs should not be compared to or modeled on civilian federal worker retirement accounts. "We can figure it out. We need time to do so. those with a workplace retirement plan, 98% of public sector employees and 33% of private sector employees had a defined benefit pension. In 2007, 32% of employees of firms with 100 or more workers had a defined benefit pensions compared to only 9% for those in companies with less than a 100 workers. A 2008 survey found that 72% of employees cite retirement benefits as an important factor in their loyalty to their employer. Not surprisingly, a 2004 survey found that 84% of defined benefit sponsors believe their pension plan has an impact on employee retention. 26 Research from the private sector indicates that defined benefit pension plans are good for employees because it provides security in retirement. "It is also good for employers because it provides a cost-efficient and highly effective recruitment and retention tool. America's newest workers are far more likely than older workers to say they are likely to switch careers or to change employers sometime in their work lives." 27 This emphasizes a desire for portability. Some suggestions to reverse this trend in the private sector are:
Creating an avenue for third-party sponsorship of the defined benefit plan, amending regulations so that funding is less volatile, finding ways to make it easier for employees to contribute to plan funding, and designing plans so that they are more portable as workers change jobs.
Retirement researchers have long acknowledged the importance of the so-called "three legged stool" -of Social Security benefits, defined benefit pension income, and supplemental individual savings -in providing Americans the greatest opportunity to achieve financial security in retirement. 28 "Another way to encourage private sector defined benefit participation would be to incorporate employee contributions into these plans. As mentioned previously, most state and local defined benefit plans already are employee contributory, which helps ease the funding burden on employers somewhat." Finally, all new recruits would automatically enroll in the 401(k) system.
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Research shows that there is still a desire amongst Millennial workers for a defined benefit plan. The transition plan outlined above should include a defined benefit option. This additional option would allow new recruits to choose an option where a defined benefit could be paid as a lump sum or be deferred until the individual is 60. At this point it would be turned into a defined benefit annuity. This defined benefit annuity could be reduced in percentage and/or require a certain level of individual contribution. The future view and outlook of the Millennials indicate that they would value a front-loaded payout of retirement benefits with a benefit that could be attained in shorter than 20 years. Utilizing systems that would be perceived as better than civilian systems but similar in function and dispersement would provide better security for the future for these soldiers at a reduced cost. The reduced cost would be gained by paying for the benefits in the near-term rather than committing to long-term defined benefits. personnel and tough to measure. It is also because of these benefits, that total compensation will be difficult to measure. Indications are that pay is, and will continue to be, commensurate with non-military occupations. As discussed, this comparison should not be the driver for policy because it is all about the competitiveness and ability to recruit the right number and right people. The military will continue to offer an 15 opportunity to serve one's country in public service. There are also occupational and leadership opportunities that are, and will continue to be, unique to the military. The personnel who have the talent and desire to fulfill these jobs should be sought after and have incentivized to join. The benefits should not drive the future leaders that the military requires into service, but the benefits and incentives should not be a reason to drive them away either. Commensurate pay and family care focused benefits must be emphasized. The GI bill which grants money for education to service members and Post 9-11 GI bill which offers education benefits to those who have served on active duty after 9-11 that can be transferred to their dependents will continue to be a valued benefit by military members for themselves and for their families. This is a defined frontloaded benefit that meets the desire for education and has value for the nation as well.
The other service benefits such as housing, commissary, exchange, and tax benefits are also front-loaded defined cost benefits that are attractive to the next generation who value the care of their families. These benefits improve the ability of the military members to care for their families and creates a positive community environment for families.
The establishment of the 20-year mark for retirement has many consequences.
The first is that many personnel stay until the 20-year mark and immediately retire. In lens would allow for career and experience broadening which would benefit senior leaders' ability to make strategic decisions. The longer career lens may also provide an opportunity to lessen the arduous life by reducing the frequency of family movements.
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The viability and impacts of changing the current military promotion windows and force management approach to assignments which emphasizes continually changing duty stations should be investigated. A system where there is increased retirement benefit applied to length of service along with providing compensation incentives to our best senior members of the military while they continue to serve would retain our best leaders by incentivizing them to stay in rather than cash out because of an outdated There should be a comprehensive approach to compensation and benefit reform.
The components of pay, health care, active duty benefits, educational benefits as well as the factors of competitiveness and force management should be integrated and incorporated into any proposals to compensation or benefit reforms. An isolated focus on any one area would reduce the enduring effectiveness of any changes and create the possibility of nullifying positive outcomes when environmental changes occur.
Focusing compensation and benefit incentives on the ability for them to be paid as frontloaded payments is critical to long-term reduction in personnel costs that are critical to 
